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&&ci»cccu&c»t~ sl&ould &&&it hc usc&l i&s hc»ct»»luke iii Soiiih (';&r«l&:&;& hcc(u&~c, iii h&i
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ncc& inplishcd the gros(th in cost-ef'I'cctiye &.n rgb cf Iicicnc) thni «c cncoui:i e VI.C' t )

co]is&clc&'.

J(l& ditect tcstin&ony proL ided esr»nplcs to the Con&n&ission of utilities nc« to tlic

cn(fcl&) o] 0 I encl'g), ' et I Ic1ence f)rogr'uns thi&t ci]i& I innp-L]p ci'I&'I' ')' et I ]c]ct1c'&' J)&ogi" rnl'I fo]

Jul g&l.
' I&11f)&!Cts. «'1'rich should he n]st]L&ct(ve l&)I .)»L&tl& C si'oh»i&, I yp]c'&ll)

&
these n(«

p&ogr&t&is c,&ll upoi& thc cspcrtisc de)(l&ipc&1 oyei tin&c In thc f',iciiic rs,'or]I&«est.

(';Il&1'o]ni;» I Jf)pci J(firf«est. ;in(J Jcorthe;&st, «1&c]c diii;ihlc;ind su tuin;&hie prvgi;»ns i&te

»IOSI P]'ey&IIC]it. I i&I(]i&r' ild) r»1&i&gc' Of thiS CSPC&t&SC C»i&hlCS 'Itiht&CS i&C«1() L'11&.'I u)

etftc]r nc,& to I'i&111p Llf) »&ore (1(II I' ly &IIILI hi&ye (1 grr'nICI' iilipiict &hurl thc '&'r.'Ict'&&ll f)I'og]'&n»1s

d]d '«f&ei& thee f1](st st(»]cd &rut icn to t«tct&1) ecru!I i&r'o.

Not r)nly do st&&tcs I» t ]c I'&nc]tie North«est. 4;Lhf:»n]u, thc l lpp«cr J(1&(f«c&t. innd

N&»1hcnst Proeidc esrit»Plcs ]I'&»11 «'h&ch CCI'tc»i11&. ss&)ns c,]i& hc hr)]no«'c(l. hut &&Iso. &ye

h:no recco]Is scc;&nc(y leuders eincri&c in th( Soutl&«est. I'I;ii»s htiitr:s. ot&d Xt&d«cst

&vhosc csJ]CI'Icilccs 'Iic cyc'll n&orc rf]rcctl)' BJ'lpl]ciihlc tv So(ltl& ( ]1»li]1&i hl »1(' diicct

test&»tony. I sclrcIcd ii fc«reles &int esr)»If)les t&1 1]1dr('iitc «hnt in» ht hc ', ) p]«&llx

csf)co(cd iii'l(l I'ceo]In»code(l I'I un iiccr'f)l&&l')lr. ' I'r»1'if') Lif) I&»In &u c()n&pi cherls]1 c nc«sct of

' »e&'g&& cf l]CI"!1c)111'&)g]'&&!ns.

(ioing& h&&cs tr& tficsc cs»n&plcs, I I&i&L c»1cludcd;I ]nhlc. heir)«. th;&1»:cliidcs the

:Xri/on& I'i&hfic Service I',1»1p-up of in»&L]nf cneigy cft]cicnc) ti&i &cts. nnd;&iso &dct&tit]cs

I)L]l « I »ergy ', ph»iiied;innurl iiiC] einent &I ene]gy Si&ei» S I'Or itS ()hin npC] CliunS 'I l&CSC

should hr' inst&'Ltct]1 e foi' hotith ( &i]of]]1u. I o PL&t tt&c I'I'. C Pn)gI:i&11 on f')il]' «'Ith those

Ic& cls;iin&cd f oi hy l)»he und (it hc& pc&.'r uti! &t]&.'s. I'I:.(' shr)'rild hc rc(I»&re(l to seel( to
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1 J. Jf&i'2 J(OJ)JJCTJOV I SL'MWJAJ(Y

3 Q. J'Lk:ASE STA1 E YOJ, R VAME. EIJJ'J.OY J".R, AVJ) J'J(FSFVT POSJ'J JOV,

A. I&J&' ntlnlc is .f. Richard I lomb)'. I arn a Senior Coilsult:nlt a1 .i&'Ilapsc J&Ilel'r'&' I;collonl les.

Jnc. . 2 pearl Street. ('ainbri i rc. XJA 0'13').

Q. ARE YOU 'J'JJJ' SA&rJLr.J. RJ(:JJARJ) JJORW'JJY I&YJJO SJIJJMJ'J"J J'.J) J'RJ'. -FJJ KJ)

DJRJ CT TKSTJXJOJ&riY J'.&& THJS J'JCOCEFJ)JV(;"&

S A. Yes.

&) Q. 11&&'JJAT JS 'J'Hk: J'JIRJ'OSJ. OF &I'OkrR SUJ(JJFJJJ)T J'Al. TFS1 JXJOIVY'".

I (,' A, f&1) stll I'Cbutl;li tcStin One I CSPon&ls t&l Certain poii11s I egardinL&:n) dll'Cei testinlonsr tlla1

11 M». Lani"I J3ilteiniln nlahch in !1CI' I'Cfluttal ICSIInl&rn) On iiCilillf Ot J'ro~rrrCSS f.nerg)

13

t. al'rrllnlls t' J f', C ol' 'thc ( &rnifiail& ). I lie f&icl tllat I &lrr ilc!I I'csfnril&1 ehpllcl11) 1&r &)illci'

polllts ill tilai rcf)utt II I stinlon&' dries n&rt 01&.'till f aL'I'r."' &&'i Ill th rsc &rt11& i p&riilt..
14 Q. J)JJ) fir JS. J)A'J'J;IIJAt«CJJr&&LJ, k:.'&i(JJr. THJ'. J'JR, i'J' 'J''ter'O (.Ot«'(.'J, (ISJOf«S

IS VJJJ:SEbi "J'EJ) Jf&; YOL'R J)JRJ (:2' 'fESTJ&JOV'&r' l(F(;ARf)JV(l JJJ.('OYJ.RY OJ'

I() EFFJCJL'V(.'I' 2'RO('RAfr&J (:.'OS'J'S Jb GEIV'J:RAJ. ".

J 7 A. No. 2 Ilc fn's1 INo col'lcfusions itl nlrr f)ire& t 1 estillloile 'll'c Illiit'

ft is rcas&rn;lblc f'or the (.'onipan) 1;r Iia& c «sct of cost rcc&rver) procedures illat

enable it to rccoccr tllc fll'udcntl)' incurred costs 0! Its f', I' iiil&f f)S'.&'J pr&rrrrru11s.

plus a rcasnntlbfc financ!al incentive an&3 a re'Isoltllble lllcclliinisnl fol'nljnjnli/nl'

ad&'crse;:nlp;I«ts nn its «arninLrs I'ruin those pnr'rat»s: ancl

J lie C. Vi!lp'I!I)' bears the burden of'pro&!nLr that thc sp ci.'ic set 0'. cost rcco, er)

procc&lures it is proposinL' v, ilf i'csull. in r;I'.cs:hat arc just Iul&f rclls&ri'. IIbl».

Snr-. Chutinl 1 CS&rrnnn«ri .I ttr&trarJ I lurnh&

On a&fr. . fl'nf'( Cl. , Nftl)L', Sr«'h:in:I St:t.C
Ir&. hr&ri&r& -, ".. )&IS

f'SCSC Duel'ei h:&n 10&ra-"S I-I



I(I'r. Ik it»!'n!!n (l1J !in! cx Iltci!(»nr, ilt'L'!r'1 c 'n!cnt «'rt)1 tlioic t(('(1 c( ncltthri&I!h.

(). I)l I) IEIS. I)A'I'lr;!SIAN C'1IALI. I.'N('I'. TIIV. &:ON(:l, l;Si()NS IN E'OI'k I)IRI'(' I'

'I TI:S'I'lE'l()NE' R.V(I(((l(I)INO 1'Ill'. (:()IE)l'At((E"S SI'I'.('ll'I(' I'R()I'()SAI.S FOR

I OS'I' RVC ()Erf'. ICE'.r

Ecr'. !Efi, Il»tcr!1!1!1cl!!!Ilcrr!'c(l tl!c ('(irlc f(lii(il!» it! !j!1 I )!rect I err t!t11()n1'!c!';!1'(ll!1!'I!!c

( iin1f!!n( s !'~frcctftc I')1'r)ft(ji rl!r I(!!i()st 1'cc(r('cr'i'. I I!(!i('cun( Itr'(r(rni!!rc tfritt tf1»

( (rtttfnttt)' ll(!i fr!!le(l tn (Icl!1(rt!!(tr(1!c tl!!!t:

~ I I!c»ii cit.c ict &if cr .it recit(cr)
I

riirc(li!rci it i» frr(n(riin «ill tcir, lt in int(i tlint

;it» ) tlst, n!(I i'c'r»(i!1 (blc!

I I!c I I(!"!n!11I cl trniniincc!!(celt(i(c t I'I'I"! Ic"cli tl!!l I'I (' Ii pr(!Ii(ritrt

((l(jr!i'»(Jc tlic ! I.'t!!1!!((!1 c(f(i!1(' !t «!II I .r!'n nn !f1(.' !in i!1!(ii'll'c'cif f!!(rrtl'!)n (((st

Ir'rl:ltjcci. !i ! i".!i(j!1!!Ijl(':;In('.

Ilccl!L'ci»r (rl !i»!, I(jit I c('crr(tc» f(rr !11'r'(,'(.' 'rc(tr'N i 1 tf\('. fr»it i!fjftr(ijjcfj fir!' ln!!1!In!/!!1''

"(fr'cr»c !!1!I!!ct." (1!!1t'i (.".I!'il!jjf1» I!'r!nl tlrrri» iit'rj" I(jr jr».

I i 1). E'OI IR I)IIII.C'1' 1I'S'I'I%11)iNE' N()'I'l. S I'llA I' 'I'111: (.'()EII'ANE' I I AS N() I'

I

(~ I)l:.El()NS'I RA1'Vl) TIIV. A('I'l(AI. ()I'RR:1('I'l()N ()V ITS I'R()l'()SI'I) ('l)S'I

I"; 141.'C'() E'I:14E' I'ICOS I.I)1 tk):S ()E'I;14 1 I I I; I I t I,I. C'()S'I' ICI '('Otr'I. 'RE' I'I:R I()l).

fr' I'l. l:ASI. Sl!IEIE'IAI41/I, E'()I!R I'OSITI()N ANI) I)IS('lfSS EIS. I)A'I I'. El:1('(('S

RI'SI'() NSI'. .

Ai ri(it('(I 'll! !nt l)tr'(.'c! I c»trrjt(rtr« tl!r.' ( ()!!!I!i!!jrIi fir(rfa(!St!i ' '(i,!!I!('('!lic.!Iifj!(!j!('Iin(lt (if

tf1(' 1"ln "(' r! I fl(jiirf!Ic, jf~fjr'(1'tcfr('8!!\ !!I;ififc I\i!' I'cc(r(c(rrj~r tts frr'(j~!1!in cniti. c!!1rjrljL 1

frC1 t(ir'tn it!C(' l!1CCI!1!(C !!!1I !11!r!

!tr'r/(tran

tltC!!(It'Ct'i(.' rjttpjj(jt (ii1 C(jt'rjrt:"» I!r!11!!ii pr'rr~rr !!11i

'i(rr-r( tr(rtr. it I citrrrrr. ri(:jr! .1, t(frt .i: rt I I(» rriii

r !r'i Ir et!,. lt' (r! (. (. 1 S tt D ( S X ( 1 .rr" I lj! 1 (
'
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I'iol» ii rate»»' I&»&t' pe&!&peel&vc, thc (. onl&11&4s&o» &11«!&t deter&&lii&e '&chcthe&' thc I' &tc5 lh'il

~v&ll result ti!om this spec&fic pinp &~ il npp&o;icl& ic&ll hc ]«st a ii] rc:&son;&hfc.

A nu&ncricid e&»u»pic can ph&): »n iinport;&nt role i» help]i&g thc Co&nn&ice]on nu&hc

a «cll into/m&. il dcc&s&on. S»eh, 'in ex:&n&plc ]»ox&dcs the Con&p»&y. echo he&»~ thc hiiide»

ol p&'oc»&c to th&s Con»»&so&o» th;it &ti s]&cc&I&c;&ppro'&ch is re, ,&io»;&hlc. thc &!pno&'tun&t],
' li!

illuitr ite 11&c oPc&;&&i&»i of' thc i»cch'dii'IN»& „ i&'& &cell '&l ti) i]i&!&&11&I &' Ihc &»!f'll&e:itin»4 li» h(!tli

ritter&&vc&'l& &»&d 'eh!itch»Id( i!» It proc&dc'e t. 'o»»»&, &4»»&, it!&i I. &&&i&1»&&circ»orl&, the n]&&l&t & ti!

prep&» c co»&p&&rnt&i &. t»»; I&, 'ac~ of,dtcrn&&t&i e npf»'&&tie]&ci up&a» &ch&cl& to h;&;ic tl&c»'

& cco»1» &e»d&&t&on/c

N1s. It»teni;i», oi& p;&I!&s tl» ce:»&il li!»r «I l&e! iehiittii!, «&d&c;»cs th;it there &s no

i&ced I ol' ii i&il»&i!i'ic!&I cxi»» plc hue!i&i!&c, i&f&ill i' its pi'(! f'!i!!i!&1.fhe t. ol»p»&) i.'. &» Ili ~ec], »&I!

t« icci!cer it;;;&et&i, il prof r;»» costi» its, &ct»;&I »et lo~t rccc»«cs, ;&i&d I'I'I lci cl~ th;it thc

p»t&ci io &t~ icttle»ent ii& 4'ortl& (', &rol&i&& co»~&de&cd to hc «ppiopiiate. I r&i»& ii

&'»ten&, &h»»!, persp& ct&i c. ice i!(!&!lil i»'uc 'h'iit thc Comi»&~. «!ii Iii&il th&~ic I &c'~ n«ci~ &&'i.

hiit »ot ~«If&c&cnt. Ii& other &«»di. ,»!& &&ppro;«!&, &I&p&occd hv ihc C&»i&', »&~i&i»& .-.Iii!«Iit. ol

cou&'Nc. sf&eel I i' ll'&c p! ()~& 11&& co.'&t!&. I&ct lost rc i ciiiich iii&il &&ice&&ticci i]i&i'. the (. (!i&!pi&i&i'

co&&ILI &'ceo&, 'c&' ii» t.'& rl&tch. I loi'. cvci, tl&c J&c&' &fuc!&&&o» Ii!t ihe C o»»&'»sr&o» &1& this

procccdi»L' I! «he&her lhc .&jr& i & jir uppri i&ch th&: t)ic' ( i)&i&pi&i&'!' &5 1&/oft»L'ln" 1) hei&et' lh&&i&

i!tlier»x&»]id&lc '&I)pro;&cher» .'&n cx;&n&u&i&t&on of thc Co»&p, u&)''i prop&i~"&] tron& tl&ut

pc&~peel&i e ixoi&ld p&oi &clc ~uf&f&o. I lo&;& deter!&»i&;i'lion i!t uhcthe& &lie pr&&poi &I icould, or

icoulcl i&ot. pn!&]uce r,&les tl&;&t;&rc j«~1 iii&d rci&L'o&li&hlc. ]but I'I:.(' hi&~ I»'1 pi or jr]cd tf&ii

»&fo&'ii& i&ii)i». &&il &i»&correct &chc» it sl&) s:t //&'('&I /&n/ I'&to& &&le llliu II&fol'i» it&»1&.

N&lr-& cth&»»; I t ei&i»&o»c o&'.i Riel&«r&f I.&&»'»1&

i!n t&ct, ntt»)t'('(. 'I Nl&t)( NA('t. ;»&d 4&.'I, (

t «l)l'll &fh &. e()»Y
t'w('8i' I) && h I 0,

'
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] oi' c'x'u&)p]c. 1('fs. B&)tc&n'»& sti&tcs On p')gc I ] 'ih(&1 "the&)c ls i&o cinpii'&«i&!

in th&)(lology Io precisely deter»)ii&e thc;&ppn)prii&1« i»centi(c I(& ( Is,
"

» & hl&t f(ls.

]);&tcn&;u) &lo(s noi &cf'noxvlcdgc is th«i orc c;&n. »nd sl&ni&]d. ptcp;i; «s nu»&eric;&];&n;&]ysis

ol tll«( oi)&pint(' S propoSCd rci&)&incr:&1ion uppro;ich tl&u'I co&1&P;ir«s i( (o &lie&'»i&&i), 'C

uppronches. Th» r&. siilts i&oin th&&1 I)'pc of un;il(si» ((ould cn&iblc ull piirti«s I» con&p &rc

those i)]ter»BI &('«s r&«cord)n~&' 1» cxphc&t ci &ter!u st&eh us i'rite»&) p&cts. Ic) «I oi «iif»u&t.' '

i&«]&ice«d t)5' Ihc ('oinpiin)' &&&id shor»)g ol i)cl 1)('i&el&Is h«l((c«i) & i&1cpi&5'«&'s iit&d

sl& ir«fu)fdcrs noi to &ncntio» tfw. r«luli) «cost to «; t«p;&ycrs ot'c ich h)&&)h ol'c»c&gi

(7 cf tie&el&c( sii(»)~s.

l0 Q. &&&&'IIA' ARf: Y()L' VLA(.'IN('l Sl:C.'ll [.'MP]IAS]S ()5 'I ill', XI'.L.'I) 'I() ASSI.SS Till.

f] ('.()4'f VAI&])&"S 1'l4() f'()Sl:])COS']' Rl:( ()&&'I'. lC'&' A VP]4()A('l] A'I' TI]]S f'()]f(']' lN

'I'IMI&?

]3 A. &bi) conf i&i r &ising ii&rioi&s &Iii(stinr)s tcf. i (lint. &lie ('&~n&f)nn& 's p)(&pose(l cost r«co( c«

l5

l7

iippl'o&)ch &s ti) c')nti'&hi&1« to I]ic '. &(.'I«et»l» o I &&1 &)pt&in(il &'.&I&.'-& cco( ''I r iippi o ic!1 oi&L' tl'I it

&s I iir to ru&«p«), crs ««&i&I&c ( &)n)f)nny. &ii&d onc tlu&t «&ll tl)c!«foi'c c»&&hi« I'].(. &o susi »&i;i

i))i)loi' cn) f)hi)sls oii c»c&'}!1 ('fi)cicnc«o(c&' 1&i?&c. I h&s &s 1hc Ii)i&&.' h! &'(&&Sc tho'&(' (fu«st)&)n'&

bee»use the c'omp u&y is just sl;irtin ((]iut hot)«I'&&]Is &vill »]tin&at«]i pro() into:i n);&jor

initiuti&c to meet i si' »ihciuit portion oi its cust&»n«rs I'uturc rc(i»irenic»ts tlii'o(l, ' I:

improve»&cuts in cner ( cf'Iicicncy. ()»c «I'Ihc I';&ctois thu; () i]l (l«1«rminc ((h«ther th«

(. »nip&»1««'ii) i'et&i««« II&(it oh&eel)( ".ui)(f st&st&i&i) &i o('«&' 1&i))c. &s v.'he&hei' i.'&1«V:i«&.'& s Ii'»& i)

&&If rotc & (i &s( s vl & I I )' &c(( tl'.'c i'csi) li)i) r'»cs i') s f &&st 'ii)(i i'(»iso» 'ihfc. I i) »1li«&' (( o&'ds. doc

Su«-cti«u, &l I csiirn&»)& o». . I«&'!«:»I!!»r&&h(

())&!)Ct&;il&'vr( &.'I, VI(I)('. . ir&(! «is& sl I.('
! c»&i&;&&& S n»S

I' s('S( l)it I,«& Nu ~1)t)tt-~s I-I



I (lie ( onli&nn)''s rcciicci')' ill costs. It&.'t I@st rcvcnucs anil sh'trci&ol&Iur inccnticcs rct&; cscnt ii

rc &son&&hic bi&liu&cin&. ol thc i»tcrcsts oi'r ttci&;»crs;in&I &&I'sl&i&rcI&ol&Icrs".

'3 (). 'I'Ill'. (:()Ml'AiS'I"S I'ROI'OSI'. I) Al'I'l(()A(:II IS I)ASI'.I) I!I'()5 A

Sl'.'T'I I, I':ll&'ll'. 5'I' I'I' Irl I,I.I) I S A '.5()l('I' ll ('Al(()I. INA I'8()('I', I'.'I)lb(i. IIAS 'I'I I I'.

()R'I'll ('.AI(()I, I:VA ('0.'t1t»1IS, ilOI' API'I(()&» I'. I) 'I'llA I','il."I"I'l.l', I&&I I:5'I".

(& A. Nn. Alti&ou&. t& tlu&t set tlctiiciit Iuts t!cuit /&7&'&j. it h;is iiot hcc&i;, t&I!ro& «&I. Sl&E ci tic;ill), thc

7 ('oint&;n&y's I&roi&osi&l. I»'csuntc&I in &&&t&! II&;u&is 1.&it.i!&t No, 1, is I!use&i tti!on:i scttlcinciit tl&nt

&lie (.On&I&tt&1)' I &le&I 11& tiii cll &ctcnc)' I&r&&fr'&n& cost recover)' i&rocccdln'u iii Nortll ( ili'&iliiiii

1&ist l)cccllil!ct'. Itl tt&itt I&roccc&Iuun!t (.oil!I!H!lv &cttncss. I'll'. I!v.'tits, I!&'ov'!&teil .'i nliiiicl'ii. ",il

ttt ;u&,'&lvs!s c&l tlic costs. i'iitcs iiri&l &eeet&i&cs i&n.icr the I&roi&osc&l;&I&I»'oi&cli in )eur otic. I lic

1I Noi(ll I iii'oliii;i t.~tiliti&.'s ( &&iiillilssiol] I"N( I!&. I it&is c&!!!&li!etc&iii l&citrine! t&iit it li:is ii&&t

:&I&i&rc!&c&l tlic l»ol!&isc&l set&lenient. tii l, ict, titc NC'It(' a ~roc&i tli;it I') C.

'
In&&I nrc, ctitcJ I;ii

ioo tittle ttulncr&cill:u&&l o'. lie& iiiiiilcsis to silt!I&L!I t tli&.' i&&let&&l'&'cr rcc&&net'c it so&It&l&t. c&n&I i&!Is

lssilc&I i I!ost llcillnlv, oi'&I&:i ri" lutrnlu tlic t ol!il!&iii) to tile Inotcctlons ol costs. I'cite;ill&I

rcccnucs for c'icl& ot years ti& i& ti&rot&ul& ter! unilci tliut I&rot&use&1;ti&I!r&n&clt. &i col&" «I th, &t

I C! I&ost-I&c &r&nu orucr &s;&tt;telic&I us II'in!hi I sliihit )so. I.

I 7 Q. I'I.IcASI'. I)IS('1'SS.'t&1S. I):t&'I'l. t»IA:&&'S I'()Sl I'l()iS 'I'IIA'I' 'I'III': (:()ill'AX'l 'S

I'R()l'()SAI, IS I(l;t&&I%I(k:t&BI '&' SI&&rill, AI( 'I'() 'I'III: (.:()S'I'-l(I.'('()X I:I(&&'

I RO( I.l)a!Iel. I II.I:I) IIX: V()lll(( l, ll. s'IS i~ I III: I)l I I; I;Wrl((, ~ SAi I;-A-

lii'Al"I' I'R()('l, l, l)I IS(;.

S»&-rchctt, .t I csti»&c&y oi .i t& tet&«& it I t&&r ih;
&&!1 I!cti;i, f oi &'C't. Nttt&C', SAC'I:i& rt St I
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R. I&'Is. I)i&ten» f& »1&ii&11(iii&L, (i» f)i&&re ? &rl 11 'i' test»»;&ii'&. t)1'rrl (lie ( &i»ip(11) ." I?Top»sr&1 »

rcrnwr)»&f&l) s&:»&I;i» t&i tl&c cost-1'ceo»cry pr&ice&liiic iirf& ii&;&teil h& tlic eiiiiroi)»)c»tril

ir&ter) Cnor? ii) il)C f)trhe I?nir) 1 '?1&&e-r) -)'&,&tt J)rOCCC&li»p, . I &IJS rp)CC.

I 1L' ( ol)&f)i»ic s f?1'op(?s(il (Jiff&'1 s &11 I«'o I»'&fo& res)) ~ '(Is fil»i& &i&&.
' c&r'. 1-ice&)&l.'i' r

f)&OCC(hire ti)c&f h) tl&c ('ilc)) i)&1&nr'i)I'&I i&lie&'& cni»'s &11 Ihc 1)iil;r I 'i&& &i ) 4r& c—.&-)t';)il

( s?r'&6 '1 f»&rccc&lrnt!, I ii?I, the cii't-ice(?& Cii I?ii&cc&l»ie t&lcrl I)) thc ci)i in»)t»ci)t;il

i»tet& ci)o&'s 1t& 1)1 11 J? 1'occc&fi»c x& &s J)ic&1)isc&1 oi) I ) &rlrc Ir»cr'Lr)' 11'c(11&11"its f'&1 ),'1' »1i &'osis, &s

cxf)c»scs ('ii&LI il'coi '')'ir)g t)1c')I& i&1 thc )c i) n& )& li&ch thc) && crc i)i& &i&(& il I '1&&lcr 1)i &I

»f)f&n»cf& I)»l&c I?i1cci )' s)&;r&'cl&ol&)&'. r's )co&if&I h:n c thc of&J)or tiir&iti tr) c,iiit "ri I?(i)1ii?

ir&centi?, &.', ('oi»pi)i:1)?)c to thc ( &in)J)1&11) s pi'of)»serf I'I'I I1'1 c(&&it&'iisl, i&11&le& lhr:

II ( on'&pi(&1) s prof)os, ')J. p1'&&'!&»&In cost? «&)l I?c tris)tr. '&I c(&11)J?()1'ii'I?IC 1&i c'ilf?it(&i coils,'rr)&I

iec(i& One&I &r?cr tct)

scan&is

I t&&fc»1his;ifip»r& ir h the ('(rinp &i&& 's, f& )rcl&&rl&fe,'s Ii 1& e ihc

o f) f) r ) I 1 1) I & ) t & 1&) i"
& I'I) I & 1 r ) 1 1)i'c' i'&11 & c s (i )'e 1 & 1 1 1 i ri &1 c'&

I
ri ', I & r») 1)&c ) 1 1 &,'1 r & i& ) 1'1

1 /c & 1 I).r I
'

r » cc & r I

pi ir~ I i)»1 cost? r»& I& & c"il' J)Iris I he I'I'I. hc& &rn(f, iiiiilci. t I c coit-& c&'&i) & & ) pi &rr'c(lu)' '
I 1 lcr I h)

inr clients in ihc,'? 'X&&,'

pi»r�e&�(fin

h sh tichr?lifer s &iriiil&l t)ot f)c cli ~il?Ic (ri &cccr& c tli:it r)tir

I (& J? & ) & 1&i s ) &1ce &1 I I i e 1) I )1 1 I? c I i& )&. 1' L' & &I i ( J i & ( ) I » &
&' et I) I

'c -s
I
)cc & I 1 «.

'
I 1 (& t p c t J ccc'

I s.

I'l, l.:~SI: I)IS(.'i SS W». I),X I'rx). &, N ~ I ()hl I I()N I'H. ~ I I I II: )el; I1&I(N ()iN

I'.()l ' I I')&' 'I'HI', ('()f)l I) && N))r Mr()l! I.I) I,'A I(N lt N I) I, Il ITS I'l4() I'()1& I. I S V()1' 4 (V

I N('Ii.' V'I'I )r'I;.

.'. () . &. I', n&)cr tl)c ( &ii&ip;)i&i s pr&&;&(»;ii. &11&(»if&i tie", it rts f)ioi!i;ii» co?t.. ;&s hcr»c c&i;))p &i, i) I&. tr&

&sip&i(&I Costs, (ii&rl (i&Ill&i'ti/c tl&r in (i& c&,1 tci& & c &t pci i&i&) , r) i « ii Iii& ' 1&i )1&ox i;iiiti i» ci)t& ii)

6'&)It &rni I' sl»'1?&t Uri. I, "I'I'(' sh.'ill 1)c;&Ilo&&c&l Io c,'i)'» .'1 i,)tc &il ir:tiit t& .
"

&») thc
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unan&urtized halw&ce &11 111e ovc&'ail u, 'cigh&c(i avc&'agc»ct-of'-tax rate of'retu&'n '&pprovcd in

i(s n&ost recent general rate cas:.

Ms. Ikateinan sta!Cs titat Lhe return than the Company v, ill earn is not i(n incentive.

but instead is sitnply the cost of money or carrying cost th(11 thc C'on&pi&ny LL ill i»cui' to

flu'&nc ti1(11 un&1n&OI&i'Icd f&ill1ncc. i di:airee. A po&Lion of'that return &s a return on

c(iL&ily. LL'hich is an &acct&liLC. I hc ( on&f&any s ovc&'all &veightcd &Lvcragc n&.'I-of-tax &'atc of

I'CIL»'n rcf1ccts thc I(ch&tive (luau&ilies ol cai)ital &L obtains l&'on& boi'&'OLving &&n(i f&'onl

shareholders. i.c. debt and e(iuity respectiveiy. as Lvc1l as thc rates it has ', o pay in orclci' Io

obtain capital from each source, i.e. rate lor debt and:eturn on c(fuity. 'f hc opportunity to

a reiun& on c(f&&ity on capital invcstmcnts is tl&e l&n&n&cial incenlive that (frivcs tile

C on1pany. Ond otl&cI'L&tilitics, Lo nl &f(c invcstnlcnts in tr;&dit&onal for&Ms of cncration.

C.'lca&fy, this i&as been suf'f&cicnt incentive o» it' OL&n to caco&&r;&gc utilitics opc&atin in

thc Cfarolin'&s 10 plan i&nd i&L&iid ncLv poL1cr plants. lt is iha&'d I» deny th:&t this is;»

incentive, in and of itself'.

purtfle& n1O& c. & n of(".CI to&' tl&c C'o&1&piu&&& Io ca&'n I &s (&coral I
'6 cigi 1('(I i&vc&'agc nct-

ot-1ax I"&t(.' of rctLI&'n. &t n&usi can& a h&gl'&CI' I'ctLn'n pie-'ax. l'ol exan1pic. In &forth

C i&ruhna 1he C..on1pany S &&lie&' LGX I'CIL&i'n X(aS R, &gOC&3 ['&&'recut. lO Cai'n Ll&at i&n&uun1. .

ilonevcr. ii 1&ad to e;Irn a &CLLI&11 of f4,48tfs pc&cent p&c-t&x. As 'LI c&&rrying cost. 14.5

p'rcc&tt i» sui1stanti illy Etighcr th&ut thc rat a c&edit-wort1&i borro&vcr Lvould pay J&&r;I ic&1-

year loan under cuncnt marl'ct conditions.

'
&'&»&f& Carnfi»;& 13nchc& I&- & Sir&: )31, I I;C Lxhft»& Nn. 1, Leo&'hlx&nc&!&, .I»»c», &tl(JH. Lv I' C'- I.

Snr-&(it»»ai les&i&nn»l of!.Riel»&(&1!Eorni)

C»& hchali n&'CC'1, . XRDC. S&& C:I:,»&(I Sl;:1.('
&!&&r&&t&'& s, &Ot&s

I'SC'S(: Dnci(c& Nn 20(!S-'&51-1
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I'l, l»A(fls lyf'8('I. t!)!)MS. ICA'I'I;51AN'!I ()I'I'0!ill'l0N 'I'0 I'%INC' 'I'III'; I'I'I I'0

2 ACtl it(. '» IV51L~Nl' Ol' A I'l~:ICC(OICtvlA&VC. 't'. '1'AIC('I( I',

A. I h&dcr the ('onipi]ny's piopos;&I, it «'(i»ld &. 'irn thc I'I'I on &vl&iitc)'cr I( vcl »I'&cil&&clio&)s il

o

)2

1) ippcns to (&el)icvc. Iii My t)&rect I cst»no»v I silppol'1 1yii&j! the I'I'I 1&i ncliici'('inc&it of;I

@el lo)'&11(&llcc tl&rect. )Vts. II:itciu;in st(i(os 1lut this pn)p&)snl is»nfo(i&)&IV(t i&i]&) i»ipi ictic(il, I

dis &g~& «c.

It is pricticill to sct &1 pci'fi)f'&nil&1cc tl»J', ct; ivhi)t is i&i ci)ntci&tii)ii is (hc;1pjiropti, &tc

lcvcl ol ihiit t;)rect. I'or cx,i»iplc. &&i Nor(li (';i&i)l&i»;, itic C'~»»p;»&v hits providcil

Pl'ofcct&oii.' ol itic 1'('dilctlo&is thi&1 &1 cs f)ccts 1»;1(.'h&cv&.' I&'oiu i(s il]it&;il set (il &.'I I&cic&1(

I»ot!&;)n)s (tl»i&&~i~)] &t h;is yct to disci&&sc;iii) pr&ip&r;&ni dct;i&Is to thc ('omiiiiss&oi& &1& th&s

(loci cl). I'hc ('o&up;iny co»ld propose ttut ih«sc projccti&&i)s hc thc tusis I'i)r its pri)posed

p('1'loi »&,'»&CC 1'(» &'ct. i vty Iiupicssi\)ii is 1 f&l&t thc ( on]p&itiy &v&sf)cs Io ilv(ii(1 tlic p»ss]t)i) ity

ot pci'fontinncc I,'»'acts h('i»c s&'t;tt li&1!I&ei' Ic) cls )&»»cd i&pon thc cvi&ti &ice prcsc&i(cd h&
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STATE OF NORTH CAROLINA
UTILITIES CONIMISSION

RALEIGH

DOCKET NO. E-2, SUB 926
DOCKET NO. E-2 SUB 931

DOCKET NO E-2, SUB 928

In the Matter of
Petition of Carolina Power & Light Company,
d/b/a Progress Energy Carolinas, Inc. , for
Approval of Proposed Distribution System
Demand Response Program

and

DOCKET NO E-2 SUB 931

In the Matter of
Application by Carolina Power & Light
Company, d/b/a Progress Energy Caroiinas,
Inc. , for Approval of DSM and Energy
Efficiency Cost Recovery Rider Pursuant to
G.S. 62-133.9 and Commission Rule R6-69

)
i
r

)

)

)
)
)
)
) POST-HEARING ORDER

)
)
)
)
)
)
)
)
)

BY THE CHAIRMAN: Upon rouiev of ttte recoro in the above-referenced
dockets and as a result of the questions raised by the Commission at the evidentiary
n anng helot on January 7 and 8 2009 tn Ra!eigh, Nortli Carolina, tne Commission finds
good cause to request that Carolina Power 5 Light Company d/b'o Progress Energy
Carolinas. Inc. iPEC or Company) file the following information in these dockets as
verified late-filed evhib, ts. '

All late-', iled exhib, 'ts shail be filed not later than Fnday.
February 13, 2009. and earlier if possible. The parties to the St pulation that was
entered and filed or December 9, 2008, shall also file responses as required by ths
Order Aii parties to this proceeding snal' be granted an extension of time un'. il Friday.
February 2;, 2008. within which tc file their respecti;e bnefs and proposec orders

The reoueeted infetmeliOn may in Sumo inatanoeS, dunhCate requeStS made by the COrnir:iSSiOn dunno
the co;!rse of the heating. Any duplicate requests aro included as part uf ti»s Order to ensure t'iat thc

Continrsslon has provided e complete list of ail rnforrnation to be provided by PEC as latetiled exhrbits

tie feqclested iiifciTliation shuuld be flied on a daily basis as It becolnes ayarlable, hegirlninr as sr, cr!
as possible ether than waiting to file ail such info' nation at one time nn thc f!rial duc, date,



Information To Be Provided by PEC

1. With regard lo Evans Revised Settlement Exhibit No. 2, please provide such
information on a program-by-progcarn basis detailing the estimated total reveriiie
requirement for each program for the 12-month billing period foi each of the
remaining nine years of tho 10-year perind Such schedules for each annual
peiiod should include supporting calculations nnd explanatory footnotes, and any
pertinc, nt workpapcrs, if needed, sliowing the iiiiderlying assiimptions;ind
calculations iiicorporaled into ihe schedulcis should be provided ln addition,
provide the estimated annual DSM/EE rider, by rate class for each of the nine
years.

2. With respect to Question No 1, above, please provide a sumniacy schedule
which sets forth on a program-by-program basis the estimated total revenue
requirement for each year of the 10-year penod

Please provide an updated Schedule C, DSDR DSM Measure - Revenue
Requirement Analysis, which provides the amounts and pertirient underlying
calculations and assumptions for the DSDR prngram set forth in Evans Revised
Settlement Exhibit No 2 Said Schedule C was originally ffled by witness Evans
on June 9, 2008 and was updated on August 20, 2008.

W«h regard to "Taxes' shown in Colurrcn (G) of Evans Rewseci Settlement Exhibit
No. 2, please provide a schedule wtiich provides thr. . calculation of tice. $5,4cJ5
and $1 159,093 amourits iriclude:I in said columri. Such schndccie should i;icludn
explanatory footnote. ;" and any pertinent workpapers, it rinnded, showmg the
Company's underlyinc'I assumptions and c:,alculatioris related tn such ainounts
sliould he providecl

With regard to "Cost nf Capital" shown iri Column (8) ol Evans Revised
Settlement Exhibit No. 2, please provide ' schedule which prnvides the
calculation of the $12,019 and $2,263,110 amounts included in said column.
Such schedule should include oxp!anatory footnotos, and any pei1irierit
workpapers, if needed, which detail the Company's underlying assumptions and
calculations related to such amounts should be prowded

With regard to 'Net Lost Revenue' shown in Column (11), of Evans Revised
Sc-:ttlement Fxhibit No 2, for the Rate F'eriod, please provide a schedule which
provides the calculation of the ~mount of $2,228, shown under Rate Pe«od oii
Line No. 2 for the EnergyWise program. Such schedule should include
explanatory footnotes; and any pertinent workpapers il needed, which detail the
Company's iinderlying assumptinns and c,alculations related ln siich amoiinl. .
should bo provided Please explain why this aniount is differen froiii ttie amount
of $11,759, for ilia R;itc: Period, shown nn Line Nn. 2, fnr thn EnergyWise
prngrani. prowcl d in Evans Revised Suppleinentai Fxhibil No. 2, Cok&n«i (11)



VVith reoard to "Program Performance Incentive' (Pl';) amounts shcwn n

Column (12) of Evans Rev sed Settlemen: Exhibit No. 2, and also included on
Maness Supplemental Exhibit I, Schedule, Line 7, please prov:de a sumrrary
schedule which details the Company's urideily;r, g assumptior s and calculations
related to the Retail Utility Cost Test results —vintage year 1 for each p.ogram
Such amounts for the Retail Utility Cost Tost 'or vini'age veer 1 are also included
on Ever s Rewsed Supplemental Testimony and Exhibits, 'LVP D-1. Lin 1. Sur:h
scitedule shoiild detail how the year 1 benef t for eacn program was derived and
should ini;lude explanatory footnotes; and any pertinent workpape s if needed
related to Ihe underlying assumptions and calculations

B. Based upon the Agreemcitt and S&ipulatrcvt crf Partial Seftienient, piease provide
the folio,ving inforination

ia) A modifed internal rate of return (Mod fed IRRl anayses shovvng the
Modified IRR for ach DSM and EE prog. am oroposed Additionally, please
shov, the resulting Mo ified IRR on a piogram-r;lass-spr. cfic hasis, that is wth
DSM programs sho,vn 'coileclively' and with EE programs si-.ov n 'collectively. '

Also please show the resulting overall Mor."ified IRR Please provioe a
statement of lhe assumptions on which the analyses are based including the
discount rate used in detern&ining the present value of cash outfiows and the
earnings rate used in determining the future value of cash inflo.vs, the number of
years employed in the analysis, and workpapers showing, at a minxmuna. the
cash outflows encl inflows by year, during rhe period of analysis. f=udher please
indic:ate whether the returns piesen'Ied are on a net-of-tax basis.

(bI A schedule setting forth the followirig informaiior on ar overall progran
basis

(1

(2

I"lodif:ed IRH
Residential
Nonresideniiai
Overall
Conservation
Demand Response
Overall

Present value o'. cash outflov's xcludir g net lost revenues
Residential
Nonresidential
Overall
Conservation
Demand Ri spoinse
Overall

(3) Present value o' not Inst revenues undei:liree-year corislraint
Residential
Ncniesid i&l, al



Overall
Conservation
Demand Resoonse
Overall

(4) Future value of expected cash inflo.vs
Residential
Nor;lesiden!ial
Overa I

Conservatio l

Demand Response
Ovet all

lc) A schedule, in comparative form, setting forth the follov;ing in-ornaatior:
atld data

(2)

(3)

(5)

demand.

Protect d MWh savings
Residential
Nonresidential
Overall

Projected MWh savings as a percent of 2008 MWh sales
Residential
Nonresidential
Oval all

Protected MW savings.
Residential
Nonresidential
Over, l

Protected fvlW savings as a percent of 2008 summer pea~
Residen'. tal

Nonresidential
Overall

Prolec'. ed per-month cost to customers (Il
Residential
Nonres den'. ial (assuming no opt-outs' !

Prolected per-month increase in cost to customers (%l-
Residential
Nonresidential Iassumir g no opt-outs)

9 With reaard to PPls and the net lost revenues that are proposed to be recovered
ihrouqh the DSM!EE r deb p ease provide a detai od narrative xp ai atiori of hots
PEC plans to ieporl such earnings in its quarterly NCUC ES-1 Reports. In such
nar;a:. ve, please provioe the aoplicabe NCUC ES.1 scticdo o number and ne
numher references In additiori p;ease explain .vhy the Company s oroposed
iepoi', ing of its PPls anti net Inst raven ics is appropriate

ttte peri entttrte iicreeee in eeet to crretorners ie io be Cetoi reiter irt compt iison to rale' ci, iir ally ii

"tlei. t



10.Docket No E-2 Sub 931 relates to tne recovery of costs and incentives relative
to programs approved by the Commission on October 14 2008 in Docket
No. E-2. Sub 928 (as vvel as m Docket Nos. E-2, Sub 908 926 ano 92!). Or
Octooer 31, 2008 PEC filed a request in Docket No. E-2, Sub 935 to remove the
solar wa'. ei heating incentives tnat had been approved as part of the Residentia
Homr. Advantage Program in Docket No E-2 Sub 928. (That reques! s
periding ) Similarly on October 31, 2008 PEC filed a request in Dccket No E-2.
Sub 938 to replace the Commerciai Industrial and Governmental ICIG) Retrofit
and CIG New Construction programs app'oveo ir Docket No. E-2 Sub 928 with

a new CIG Energy Efficiency Progrart IThat request is aiso pending ) lo v hat
extent, if any are ihe costs ', or wntch PEC seeks recovery and tncent. ves in

Docket No E-2 Sub 931 duplicative of costs in the Sub 935 ar d Sub 938
pending docket. or for program expenoitures that PEC no ionger plar s ', o make~

11.In its August 25 2008 Order in Docket No E-2 Sub 924, the Commissicr,
granted PEC's request for deferred account ng for incremental acministrative ar;d
general and other costs for DSfA and EE rr easures, out ordered PEC to f e. 'in

Docket No E-2 Sub 931, detailed info mat;on presentir g the an. our ts that have
been deferred, as of Sep'.ember 1, 2008, ard the portions cf such amounts PEC
is seeking to recover . . Such information shall be f;led on or befo~e
Septembe 11, 2008" Has PEC filed this information~ If yes. please prov, de the
relevant citation If no please provide a summa y schedule which sets forth a
descript:on of the various types of expenses and tne co"responding an ounts
which are reflect d m the tcta amounts proviced on Evans Revised Sett en!ertt
Exhibit No 2, L nes 4 and 11 for the Test Pe iod Prosoec!ive Pe. iod, and Rate
Pe.iod, respect:vely

12. Pe. tl e Commission s Order ir Docket No. E-2 Sub 92~ it aopoars PEC I ad
ncurred $2.4 mill cn of inctementai admir, is!iative and gene;al costs as of

Apri 2i;08 PEC s June 6, 2008 subrn ttal in Docket No E-2, Sub 931 requests
recovery of $6,648340 in AKG expenses Evans Reviseo Sett:ament Exhibit
No 2 ind, cates that PEC is requesting recove y ot Sr, 44, 599 in ABG expenses
Please explain the difference among these three figures.

13 Please prcvide the results of the various cost-effec'. iveness tests rand supoorting
worxpapers) if the PPI, net lost revenues. and ca'rying charoes !per the
Stioulalionl that are sought to be recovered from rateoayers are included as
costs

14.Piease provide a pro forma worksheet cetailing now the PPI would be caiculated
in year 3 for a specific EE prooram where monitorir. g and verification snowed that
actual savings wore overes;imated in years one and two

15 PEC witness Simpson testiqod that PEG s existing voltaae reduction "rogra n
was used 10 t. mes n 2008 durirg emergency situa:ons For each sucn



emergercy please provide the dat the duration and a doser. ption of the
specific conditions!hat ca ised the situation:o be an omeraency.

16.1s the Company s Save-the-Vvatts ad campaiqn covered by the Stipulation ar d. it

so, what amount does tho Company propose to recover through tltc DSM/EE
ride. for suc:i purpose dunnq the first 12-meath billing pc.nod and f'or each cf tho
renffalning nine yea s of the 'i 0-year period"

An Issue to Be Briefed By The Stipulating Parties

1. The Stipulation, on Page 6, at Paragraph 32, crovides that ttffe Comm, ssion is

required to make certain findings regarding approved incentives. In your
respective briefs and proposed orders, please provide spec flc ret'erences!o su=h
evidence and findings contained in the record of present proceeJing related tc
the aoreed-upon incentives

IT IS THEREFORL. SO ORDERED.

ISSUED BY ORDER OF THE COMMISSION

This the 30 '
day of Januarv 2ttgg

NOR1H CAROLINA IJTILITIES COIvIMISSION

gffiL L Ko~
Gail L IVlour't, Deput'y Clerk
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